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This eee summarizes a report on The 


Si Lawrence Seaway and Its Regional 


Impact. The report is based on a study — 


_ carried out by Redma Associates Limited 
_ Of Montreal, with the participation of 
Thomas E. Appleton, formerly of Trans- 
port. Canada, and Fernand Martin, pro- 
fessor of economics at the University of 
Montreal. These highlights are published 
by the Government of Canada in the 
interest of contributing to public dis- 
cussion. 


Copies of the full report may be obtained 
by writing to 


Publications Canada 
C.U.1.0. 

P.O. Box 1986, Station B 
Ottawa, Ontario 

K1P 6G6 


Other reports in this series may also be 
obtained by writing to the address above. 
Titles published in the series to date are 
as follows: 


e Trade Realities in Canada and the 
Issue of “Sovereignty-Association” 

e Sovereignty-Association—The Con- 
tradictions 

e The Textile Industry—a Canadian 
Challenge | 

e Transportation—a Unifying Link | 

* Quebec’s Access to Financial Mar- 
Rts ae | 


Foreword 


The actions and policie 
government inevitably 
eas of Canada in n diff 


immense baa raphy. ay liv 
nomic and social structure. | 
because of the complex character ofthe — 
country, it is to be desired. te oa 
Increasingly, nGueiee the equity. of the 
sig unpaet ake the federal Railton 


Sonne critics. have mained that over rtime. 
the actions of the federal government — 
have favoured one or more regions: to 
the detriment of others. 


sie Seem | ARLE: M4: 7?) : 

While regionalism is a concern shared by 
virtually all Western — industrialized na- 7 
tions, it is of particular importance in 
Canada at this juncture. Attention to the 
regional benefits of federal actions and 
policies has a compelling logic. To quote 
the report of the Task Force on Canadian 
Unity, A Future Together, “people from 
any one region may see no reason for 
remaining within the economic associa- 
tion if they are convinced that the sacri- 
fices they make exceed their decesie a 


The Government of Quebec and the , Parti 
Québécois have, as part of their argument 
for a fundamentally | different constitu- 
tional status for Quebec, claimed that 
federalism has been. unprofitable for the 
province. A number of “balance sheet” 

cases have been cited, among them the 
case of the St. Lawrence Seaway. More 
specifically, the Gomeannienit of Quebec — 
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and the Parti Québécois have argued that 

the construction of the St. Lawrence Sea- 
way has contributed to the decline of the 
Port of Montreal and the economy of 
Quebec, in favour of the development of. 
Ontario. Moreover, they claim the finan- 
_ Cial arrangements for the St. Lawrence 
Seaway have constituted a subsidy to 
Ontario and the West, again at the 
expense of Quebec. _ 


The Canadian Federation is, of course, 
much more than an economic “balance 
sheet.” Nevertheless, it is important that 
the debate be founded on a clear under- 
standing of the facts. In order to assess 
the regional impact of the St. Lawrence 
Seaway, the Government of Canada com- 
missioned, in the spring of 1978, an in- 
dependent study of the question. The 
resultant report is an exhaustive and 
highly technical analysis of the issue. This 
booklet deals with the historical context 
of the Seaway undertaking, which is so 
important in judging the merit of the pro- 
ject, and assesses the manner in which 
each of the regions of Canada have bene- 
fited from the subsequent expansion in 
Seaway traffic. 
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The historical context = = | 
A quick look at any file on the Seaway 

- project reveals a great mass of con- — 
tradictory material. The Seaway, this ‘ 
material reveals, will make Montreal ay 
wealthy, or will drive it bankrupt. It may i. 
lower the price of coal; it may raise the 
price of coal. It will be far too big, 
although another point of view says that 
it will be much too small. It is rare to find 
a dispassionate observer of the Sea- 
way. It was a huge project which not 
only excited man’s imagination but in- 
flamed his emotions. oy eae 


Lionel Chevrier (1959) 


Montreal has always looked westward: 
Early French explorers, secure in their 
knowledge that the world is round, named 
the rapids of Lachine in the hope that 
beyond them there might be access to 
China and the fabled riches of the Orient. 


They were wrong, as it turned out, but 
even so for centuries afterward the chain 
of lakes and rivers was the only highway 
into the interior of the vast new land. Thus 
it is not surprising that, as the map un- 
folded, political, economic and military 
considerations would dictate that im- 
provements be made to this a system 
of waterways. 


Commerce required reliable transporta- 
tion links between the settlements on the 
Great Lakes and the St. Lawrence River. 
The Erie Canal offered a shorter and 
Slightly easier route to the sea than the 
hazardous and difficult St. Lawrence 
waterway, but it also favoured the Port of 
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New York over its struggling rival, 
Montreal. ; 


The main obstacle on the Canadian route 
was the Niagara Escarpment, and among 
the Loyalist settlers determined to do. 
_ something about it was William Hamilton 
_ Merrit. Seeing the Erie Canal route as a 
threat to the commercial and political 
interests of the fragile new Province of 
Canada, he persuaded the Legislature of 
Upper Canada in 1818 to undertake the 
cutting of the first Welland Canal in 
Canadian territory between Lake Erie and 
Lake Ontario. The canal opened in 1829. 


Work also forged ahead on other parts of 
the St. Lawrence waterway. The Lachine 
Canal at Montreal was completed by 
1824, and in the years that followed, the 
system was further improved, with the 
navigable depth increased to nine feet and 
the locks to 200 feet in length. The second 
Welland Canal was opened in 1848—a 
momentous year that saw completion 
of the first practicable Canadian inland 
route linking tidewater at Montreal with all 
of the Great Lakes except Lake Superior. 
In 1855, the American lock at Sault Ste. 
Marie opened the way to the Lakehead. 


Still, the canals were too shallow and the 
locks too short to handle the big ships 
needed to make the operation profitable. 
Dredging and enlargement of the old 
canals went on as fast as financing would 
permit. By the turn of the century astand- 
ard depth of 14 feet had been achieved 
throughout the St. Lawrence system, but 
the introduction of larger steel-hulled 
ships had already made it obsolete. 


Even before the turn of the century, the — 
governments of Canada and the United 
States had begun thinking in terms of co-- 
operating in the further development of 
the waterway. One of the main concerns 
was the need to find an economical way of 
moving grain from the middle of the 
continent to markets in Europe. — 


However, opposition to the proposal to 
deepen the waterway was strong and 
unrelenting. While studies, surveys and 
discussions continued, the anti-Seaway 
forces—particularly in the United States 
—were able to stall the project for nearly 
60 years, even though the governments of | 
the two countries had agreed in 1932 and 
again in 1941 to go ahead. The two princi- 
pal concerns were the financial viability of 
such an undertaking and, in the case of 
the U.S., the impact on the railways. 


It was after World War II that prospects 
for the Seaway began to look up. By 1949, 
iron ore deposits in the Lake Superior 
region were seen to be running out, and 
there were discoveries of large ore bodies 
in Quebec and Labrador. The prospect of 
iron ore as a back-haul cargo for the grain 
carriers fundamentally altered the econo- 
mics of the Seaway project. Still, railway 
interests in the United States presented a 
strong anti-Seaway lobby. The “back- 
haul” argument, sauce for the goose of 
the shipping fraternity, was also seen as 
sauce for the gander of the railways. 


By 1951, Canada had waited long enough 
for the United States to agree to joint 
action. For one thing, Ontario was 
becoming desperately shdrt of power, 
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and there was great pressure to develop 
the two-million horsepower waiting to be 
generated from the international section 
of the St. Lawrence rapids. Ata meeting in 
the White House that year, the Canadian 
Prime Minister, the Rt. Hon. Louis St. 
Laurent, may well have surprised Presi- 
dent Truman by warning him that Canada 
was determined to “go it alone.” 


The Canadian Parliament passed the 
necessary legislation, and almost imme- 
diately the American position began to 
shift. There was the Quebec-Labrador 
iron ore that appeared attractive to the 
U.S. steel industry, and a feeling that the 
United States would suffer a loss of pres- 
‘tige by not sharing in the construction 
and control of the new ship channel. 


President Eisenhower had consistently 
supported the Seaway, and this time Con- 
gress agreed. The U.S. legislation came 
into force on May 13, 1954. The first sod 
was cut at Cornwall, Ontario, on August 
10, 1954. Five years later on June 26, 1959, 
HM Yacht Britannia carried the Queen to 
meet Prime Minister Diefenbaker and 
President Eisenhower for the official 
opening of the St. Lawrence Seaway. 


The regional impact 


What has the impact of the Seaway been 
in terms of costs and benefits, and what 
about the allegation made in certain quar- 
ters that the waterway has benefited some 
regions at the expense of others? 


Data gathered from a variety of sources 
reveal no evidence to support the view 
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that the Seaway has been a “zero-sum 


endeavour.” Indeed, the statistics on 
cargoes loaded and discharged at prin- 


cipal Canadian ports on the system in-— 
dicate the opposite, and show clearly that _ 
all regions have gained from the Seaway. 


Since the opening of the Seaway in 1959, 


there has been an upsurge in cargo traffic 
on the St. Lawrence and the Great Lakes. 
On the Montreal-Lake Ontario section 


total traffic rose from 11.8 million tons in — 


1958 to 54.4 million tons in 1976. On the 
Welland Canal, traffic totalled onae million 
tons in 1958 and 64.3 million tons in 1976. 


The more significant growth of trafficon _ 
the Montreal-Lake Ontario section was | 


primarily due to the extremely rapid 
development in Quebec-U.S. trade. 


In 1976, Seaway traffic—as distinct from | 


total traffic—through Quebec ports 
reached 38.9 million tons, compared to 
38.4 million tons through Ontario ports. In 
1958, Seaway traffic through Quebec 
ports was half that of Ontario ports, or 9.9 
million tons compared to 19.9 million 
tons. Of the four provinces associated 
with the Seaway—Ontario, Quebec, Nova 
Scotia and New Brunswick—Quebec re- 
corded the largest growth in total port 
and Seaway traffic. ; 


Seaway traffic consists primarily is 


wheat, other grains, iron ore and coal, 


which together constitute approximately | 


three-quarters of total traffic. Quebec 
leads in wheat, other grains and iron ore, 
while Ontario leads in coal traffic. Quebec 
has gained not only from the transfer of 


Canadian wheat transshipping opera- — 


tions from Georgian Bay ports to Lower 
10 | 


St. Lawrence ports, but also from the fact 

that these ports have become transit 
points for U.S. wheat and other American 
grains as a result of the opening of the | 
Seaway. The rapidly growing volume of 
iron ore traffic from Quebec-Labrador to 
_ the U.S. and Ontario has also contributed 
to the upsurge in activity at Quebec ports. 
In varying degrees, the Seaway has stimu- 
lated traffic growth in all the provinces 
associated with it. Quebec has benefited 
more from this than any other province, 
increasing both its Seaway port traffic 
and its total port traffic. , 


With the exception of wheat and other 
grains, in which Georgian Bay ports have 
lost traffic to Quebec ports, there has 
been no increase in the port traffic of any 
particular port or province at the expense 
of another. The volume of traffic through 
the Port of Montreal has remained vir- 
tually unchanged since the opening of the 
Seaway. In contrast, there has been a 
significant increase in traffic through 
Halifax, Saint John and ports on the 
Lower St. Lawrence, but this has been due 
to the advent of containerization and 
depth limitations in handling large ocean 
vessels rather than to the existence of the 
Seaway. 


Conclusion 


The St. Lawrence Seaway has different 
effects on the economies of the United 
States, Quebec, Ontario and the other 
Canadian provinces involved. These 
effects vary according to the types of 
impact analysed and the kinds of com- 
modities shipped on the Seaway. 
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opening shows that aan db vepeucttvna | 


ports are equally dependent on the Sea- 


way for their traffic. Both provinces are © 


becoming increasingly dependent on the — 
Seaway, and this increasing reliance is _ 


developing at about the same rate for both . 


provinces. 


= 


Second, Featige the Last ees ship- 


ped through the Seaway has generated 


many hundreds of millions of dollars oe 


income each year for the communities 
involved. Out of recognition that the re- 
sources employed in handling these com- 
modities could possibly have been en- 
gaged in other pursuits, the net benefits 


from these activities for 1976 were calcu- 


lated as follows: 


Quebec — $70 million 
Ontario — $32 million. 
Maritimes — $500,000. 


Third, the Seaway has considerably re- 
duced shipping costs. It is estimated that, 
in most cases, shipping rates would have 
doubled over the 1958 to 1976 period if the 
Seaway had not been built. The actual 
rates of increase were much less than this 
and in selected instances declines oc- 
curred. It may thus be shown that the cost 


of shipping wheat from Thunder Bay to 


Quebec in 1976 was reduced by 15 cents a 
bushel, or $5.00 per short ton. The rate for 


shipping iron ore from Quebec-Labrador 
to Ontario and the U.S. was cut by $2.23 


per long ton, and the rate for coal, loaded 
in American ports on Lake Erie and 
shipped to Ontario ports on Lake Ontario, 
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was reduced by $2.70 per short ton. As a 
result of these savings in shipping costs, 
the benefits derived from the Seaway are 


significant. It is estimated that for 1976 


these savings for all types of cargo pro- 
duced benefits worth $27 million in 
Quebec and $13 million in Ontario. For 
Canadian farmers there was a benefit of 
$39 million, and for American farmers $32 
million. an pee F 


Fourth, the Seaway has had avery positive 
effect on the Great Lakes shipbuilding 
industry. During the period 1958 to 1976, 
86 laker vessels were constructed in 
Canada: 41 in Ontario, 42 in Quebec and 
three in New Brunswick. Federal govern- 
ment support for the construction of 
these vessels was almost $100 million. 


Finally, in so far as industrialization is 


concerned, the Seaway stimulated con- 
siderable growth in Quebec iron ore pro- 
duction and the transfer of grain trans- 
shipping activities to ports on the Lower 
St. Lawrence was accompanied by a 
significant rise in the volume of grain 
handled. In Ontario, the Seaway did not 
serve as a significant catalyst for new eco- 
nomic activities, but it enabled the prov- 
ince to cut costs both in supplying steel 
mills and in producing electricity. 


it should be noted that these benefits have 
not been produced without considerable 
cost. The real Seaway deficit in 1976, 
including amortization of construction 
costs, capital cost and operating ex- 
penses, amounted to $74 million. The 


share of this loss by Ontario, Quebec and 


the Prairies, according to their overall 
contributions to federal revenues, was 
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$31.2 million, $18.5 million and $10.4 | 
million respectively. Subtracting this cost 
from the benefits cited above, it has been — 
calculated that the Seaway resulted inthe 
following net benefits in 1976: $13.7 mil- 
lion for Ontario; $79.1 million for Quebec 
and $27.5 million for the Prairies. 


These benefits recur each year and will 
grow as the volume of traffic on the St. 
Lawrence Seaway continues to grow. 
Clearly, Quebec has been and will con- 
tinue to be the major beneficiary. This, 
however, is not at the expense of Ontario, 
the West or the Maritimes. All regions 
reap net benefits from the Seaway. In 
short, the construction of the waterway is 
an example of regional and national in- 
terests being highly complementary, and 
in the two decades since the Seaway 
opened Officially for business, the vision 
and perseverance of its proponents have 
been vindicated. . 


It is difficult to avoid the conclusion that 
the Seaway and related power project, as 
with the trans-continental railway a cen- 
tury ago, was the inevitable outcome of 
economic geography and industrial ne- 
cessity. And like the railway, the Seaway 
has enhanced the economic vitality of 
communities along its route and beyond. 
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